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THE CHAIRMAN'S REPORZ

The significant accomplishments achieved by the
Company in the past year reflect the strength of its fiscal
and human resources and its long term objective of
becoming a royalty company.

When | took on the position of Chairman and CEO a few
years ago, | recognized immediately that the Company's
growth prospects would be dependent upon it having a
credible land position in Tanzania and the expertise and
tools, including both standard and new technologies, to
exploit the mineral potential on its holdings there.

With these core elements now in place, the Company
has the ability to evaluate and define mineral potential
on its holdings in an expeditious manner that generally
exceeds industry standards.

In addition to increasing the prospects for discovering an
economic orebody, our large, geologically diverse land
position is certain to become increasingly attractive to
industry partners in an appreciating commodities market.

in the past year, the Company’s land position in the Lake
Victoria Greenstone Belt grew by approximately 50%,
from 78 prospecting licenses aggregating some 4,800
square kilometres to our present holding of 121 licenses
covering an area of around 8,000 square kilometres.
Applications have been submitted for additional licenses
which could lead to further growth in our land position.

Acquiring these assets in a highly competitive business
environment was no easy feat and reflects the
Company’s experience, political capital and good will
that it has built up in Tanzania over the past decade. The
majority of these acquisitions had known geology and in
some cases geophysical data that supported our prelimi-
nary geological assessment of their mineral potential.

Incidentally, the 51 licenses acquired from Tanzanian
American Development Corp several years ago had all
been flown before on a tightly spaced grid system with a
sophisticated airborne geophysical system that revealed
hundreds of anomalies. Since that survey was completed,
the Tanzanian government has released a country-wide
survey that should allow companies to identify regional

trends that are associated with some of the largest min-
eral producing belts in Tanzania.

Among our highest priorities during the year was the
development and subsequent evaluation of a biogeo-
chemical protocol to assess the mineral potential beneath
deep overburden. This phenomenon poses significant
technical problems for mineral explorers in most of the
world’s greenstone belts.

The Company's experience with biogeochemistry thus far
shows it to be an efficient, economical and rapid methed
for obtaining insights into the geochemistry of underlying
substrate, while providing a focus for more detailed inves-
tigations with so-called conventional exploration tools.

In order to perfect biogeochemistry for internal use, our
biogeochem team determined which plant species were
to be tested; developed appropriate sampling procedures
for the various plant types, and also sample preparation
techniques to reduce the probability of contamination
before samples are sent out for analysis.

The Company also filed a patent application for its bio-
geochemical technigue under the new international laws
of Intellectual Property. It is the Company’s intention to
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pursue a patent that will cover specific applications of
this protocol based on what we consider to be sound but
innovative science.

One major issue the Company had to address this year
was the lack of availability of quality drilling equipment in
the Lake Victoria Gold Beit. The main reason for this was
the high level of exploration activity in the region which
is expected to increase significantly in the coming year.

Major delays were encountered securing drilling equip-
ment and crews for our Luhala gold project earlier this
year; and when the equipment did arrive on site it had
low mechanical availability and inadequate depth capac-
ity for our needs. Still, the drill program generated good
results as we announced some time ago.

Johre Deane examines trench in nyﬂnZﬂgﬂ
Woreth area.

Because of these delays and the prospects for even more
in the future, the Company elected to purchase its own
drill, a combination RC/RAB (Reverse Circulation/Rotary
Air Blast) unit that has the capacity to drill large diameter

boreholes accurately and efficiently. The drill is expected
to arrive from South Africa by early February.

Plans are now in place to utilize the drill on several high
priority targets, foremost among these being our Luhala
gold project where several drill holes bottomed in eco-
nomically attractive gold mineralization. Diamond licenses
will also become a priority in 2005, especially two kimber-
lite pipes in the Mwadui region, as will other areas with
favorable diamond indicator mineral chemistry.

Ceploying our own drill rig and drillers will provide
considerable flexibility to our proposed exploration
activities in 2005, while enabling the Company to
evaluate its holdings in a timely fashion

Two teams of samplers for biogeochemistry will be
fielded to augment established geological databases and
provide clues to areas with mineral potential that would
then require detailed follow-up by more conventional
methods.

As is normal practice in the exploration business, 13 of
121 properties are being considered for return to public
domain yet most of them have deep soil cover that still
invites a biogeochemical survey. One of the biogeo-
chemical teams being fielded is tasked with the final
review of these properties and results of these work
programs will determine whether the properties will
remain on active exploration status.

The expansion of our portfolio in a geologically prede-
termined manner under the leadership of our President,
Mr. John Deane, is the key element in Jan Range’s
strategy to build a successful royalty company out of
grassroots exploration projects. Such a company, upon
success, would in my opinion become a financial entity,
acting as a proxy for inflation as it relates to the price of
precious metals and diamonds. As a successful entity, it
would manage income from royalties and should attract
a market premium to its competitors.

Acting as a proxy in the marketplace for inflation would
relate to the character of our royalty agreements which
upon execution would see royalty payments increase
according to the price of the commodity concerned.
Normally a royalty company borrows money or issues shares
to raise capital in order to buy royalties from producers or
"would be" producers who are desirous of financing.




I know of no entity that has yet followed the royalty route
via grass roots exploration. The strategy has been select-
ed as the return on capital, assuming success, would be
far greater than the return on capital of the standard
method of operation of a royalty entity.

This royalty strategy allows Tan Range to gain freedom
from the expenses of exploration once another company
agrees to the royalty agreement. As Tan Range deals
properties under royalty agreements, the cost of the
property falls out of the hands of Tan Range into the
hands of the party that has entered into a royalty option
with us. Should the property be returned to Tan Range, it
receives all the results of the exploration work up to the
point of return. It is natural to this type of operation that
properties are held in inventory. Shareholders should
expect that the inventory of mineral licenses will rotate,
with some properties being dealt, new properties being
acquired and other properties being returned to public
domain. Such events will be normal to this kind of an
operation.

Given the nature of a royalty agreement, Tan Range has
no responsibility to finance development of the property
nor does it have any financial expasure to the means of
financing the project by the mine operator. Because
today’s most popular method of financing the develop-
ment of mineral properties is through gold derivatives,
freedom from the potential liabilities associated with this
methodology could be a benefit.

Exploration work on our Luhala, Kanagele and Shinyanga
properties has yielded good gold values and the
Company has signed a Confidentiality Agreement with
a major company that is reviewing our data on these
properties and several others.

The prospecting licenses we have obtained for diamonds
are located in an established diamond corridor including
the Mwadui area which hosts the Williamson Diamond
Mine. Positive indicators have been located on several
licenses which will be followed up prior 1o drill testing.

Special thanks must be given to our President, Mr. John
Deane, who resides in Mwanza, Tanzania; to his excep-
tional staff;, to Ms. Kim Kosciuske for her outstanding
work on the development of our biogeochemical
protocols, training of samplers and the establishment of
a sample preparation laboratory in Mwanza; to Joseph
Kahama, Marlene Sinclair and Phillip Sango in Dar es

PR SR N R TN
‘?rick(g business: Crewv member gathering
bivgeschem samples.

Salaam for their work on political issues and property
accounting management; to our hands on directors;
CFO, Victoria Luis; to Helen Hansen, Gil Graham and
David Duval in Vancouver.

The process of using this particular approach is not one
of simply jumping into action and - as most exploration
and development companies do - living or dying on any
single property. This strategy requires detailed planning, a
carefully selected and large property portfolio, successful
exploration and property dealing.

| feel that the Tan Range team has accomplished the
building of a foundation and the execution of a unigue
strategy. | believe that now - with all desired properties in
place, a reasonable number of property transactions done,
capable, enthusiastic professionals on board, a larger arsenal
of drill targeting tools, our own drill equipment and drillers,
pius on going insider financing - that we are on our way
to creating a new type of mineral entity.

Respectfully yours,

(Ko Gl

James E. Sinclair
Chairman & CEO



The Management’s Discussion and Analysis of Financial Condition and Results of Operation ("MD&A") for Tan Range
Exploration Corporation (the "Company”) should be read in conjunction with the audited Consolidated Financial
Statements for the Years ended August 31, 2004 and 2003.

The financial information in the MD&A Is derived from the Company’s Consolidated Financial Statements which was

prepared in accordance with Canadian generally accepted accounting principles. All dollar amounts are expressed in
Canadian dollars unless otherwise described. The effective date of this MD&A is December 14, 2004.

Business Overview

Tan Range Exploration Corporation is a minerals explo-
ration company with more than a decade of experience
in the Lake Victoria Greenstone Belt ("LVGB") of
Tanzania. The Company acquires properties of merit either
directly from the government or from license holders with
whom it negotiates formal option agreements.

These agreements provide for the Company to become a
majority interest holder in the licenses which is critical to
its broader strategy -of bringing industry partners on
board and eventually deriving royalty income from the
production of gold, diamonds and base metals.

After securing the licenses, the Company sets out
to enhance their previously established exploration
potential - in effect value-adding the properties and
making them more attractive to joint venture partners.
Agreements of this nature transfer the exploration risk to
our industry partners while providing the Company with
rental payments and work commitments on the licenses
along with royalties should any of the properties achieve
commercial production.

The Company’s ability to accomplish this task and
generate third party interest in its holdings is best
illustrated by the option agreements we have with two
of the waorld’s largest mining companies: Barrick Gold
and Ashanti Goldfields, and with Northern Mining
Explorations/Miniéres du Nord ("MDN"), a technically-
competent Montreal-based junior gold explorer.

MDN has a 30% interest in the Tulawaka gold project
in Tanzania which is currently being developed for pro-
duction by Pangea Goldfields, a wholly-owned subsidiary
of Barrick Gold. it also has extensive holdings under option
from Tan Range surrounding the Tulawaka gold project.

In selecting this particular business strateqy, the Company
seeks to avoid excessive dilution of shareholders’ equity
that is generally associated with meeting the capital
obligations of exploration and mine development as a
fully participating partner.

As a royalty holder, however, the Company has a flexible
revenue stream (cash or gold), immediate payments
upon production, low overhead costs (because it is
not involved in mining or mineral processing), royalty
payments that are not affected by higher operating costs
and inflation, and a direct interest in any exploration
upside free of capital obligations.

While the royalty strategy is its preferred method of
operation, the Company has not ruled out developing
mineral properties for its own account should a suitable
situation arise.

Land Acquisition Program
In the past year, the focus of the Company’s exploration
activities has largely been on gold and diamonds.
However, a land acquisition program initiated by the




Company in 2003-04 has grown its exploration portfolio
intc a much more consolidated position that includes
ground with base metals potential.

Employing a geological model for the high grade Kabanga
nickel deposit in Tanzania, which is being brought into
production by Barrick Gold and Falconbridge Ltd., several
large tracts of land were acquired whose geoclogical
signatures support the possible discovery of commercially
attractive concentrations of nickel mineralization.

Ancther important aspect of this acquisition program is
the fact that the Company’s aggregate land position in
the LVGB now has the critical mass to attract joint
venture partners.

With the commaodity sector likely entering a period of
strong demand and potentially much higher prices, the
Company’s diverse land portfolio is almost certain to
become an appreciating asset as our exploration crews
establish economic potential on our holdings employing
traditional and non-traditional exploration methods.

At the present time, the Company holds 121 prospecting
licenses in the LVGB, covering an area of approximately
8,000 sguare kilometres. That's roughly a 50% increase
from a year earlier when 78 licenses were held, repre-
senting approximately 4,800 square kilometres. Several
more license applications have been submitted to the
Tanzanian government and are currently working their
way through the approval process.

Optimization of Land Position
Management's primary thrust in the past year has been to
optimize exploration work on the Company's existing
assets in the LVGB in order to facilitate the discovery of
economically viable mineral deposits. In the past year, the
Company has identified and prioritized gold and kimber-
lite targets based on the reinterpretation of in-house geo-
physical data and results from ground-based geological
surveys which have been ongoing throughout the year.

Given the carrying costs associated with maintaining such
a large land position, the Company relies on highly
qualified and experienced geological and support staff to

evaluate its holdings in a thorough and expeditious
manner. Despite operating in a highly competitive job
market, the Company has managed to attract a multi-
disciplined group of industry professionals who are
committed to achieving the Company’s objective of
becoming a mineral royalty company.

Biogeochemistry
A key component in this optimization process is the
deployment of biogeochemistry techniques in our field
programs.

One of the major problems confronting mineral
explorers in the LVGB - and for that matter in most
other greenstone belts in the world - is the presence
of deep overburden which frequently masks the
existence of favorable host rocks for gold, diamonds
and other mineral commodities.

Over the past year, the Company has expended consid-
erable effort to identify an exploration tool that would
help our in-house geoscientists identify mineral potential
beneath heavy cover. After carefully reviewing a variety
of options, management concluded that biogeochem-
istry was a cost-effective methodology for the preliminary
evaluation of its mineral properties.

Protocols have been developed by the Company
relating to the selection and analysis of sample materials
and specially trained crews have been put into the
field to gather samples for analysis. In addition, a bio-
geochemistry laboratory has been established in
Mwanza for the preparation of sample materials which
are then sent to independent laboratories.

At the present time, the Company is examining the
possibility of protecting its internally developed biogeo-
chemical methodology via international laws governing
intellectual property.

New Drill Rig
Given the high level of exploration activity in the LVGB,
obtaining a drill contractor with the rig capacity to meet
our needs in Tanzania has proved difficult, if not
impossible. As a result, the Company elected to finance



the construction and deployment of its own drilling rig to
ensure that its exploration objectives could be pursued in
a timely fashion

The combination RC {(Reverse Circulation) and RAB
(Rotary Air Blast) drill rig includes a reconditioned Samil
100 truck, coupled with an Ingersoll Rand high pressure
air compressor and related accessories A similar truck
fitted with a 3,000 litre water tank and a 3,000 litre
diesel tank was also acquired to support drilling opera-
tions. This rig has the ability to drill large diameter holes
quickly and accurately, while providing a large bulk
sample of drill cuttings for laboratory analysis.

Significant Corporate Events
Subsequent to year-end, Barrick East Africa Ltd., a wholly
owned subsidiary of Barrick Gold, notified the Company
that it had elected to drop its option on the Itetemia
and Katente mineral licenses which were subject to joint
venture agreements between the two companies. In
announcing its decision to drop the properties, Barrick
sited the lack of metallurgical compatibility between
the mineralization on these properties and the milling
complex at its Bulyanhulu gold mine which is designed to
treat gold-copper ores.

Based on work to date, the Company believes that
ltetemia, which adjoins the Bulyanhulu mine, has strong
potential to host an economic mineral deposit.

General Exploration Activities

The Company employs a variety of exploration techniques
to evaluate areas that are considered to be prospective for
mineral deposits. Drill augers are used to take shallow
samples beneath mbuga soils, while termite mounds are
frequently sampled to determine the presence of metallic
and non-metallic minerals - sometimes from considerable
depths. In many cases, samples are pre-concentrated in
the field by gravity methods to reduce sample volumes.

Hundreds of samples were taken from various targets
during the year, some of which returned significant gold
and base metal values, along with diamond indicator
minerals. Results from this work were entered into the

Company's computerized database and follow-up
work is planned to advance many of these targets in the
coming year.

( EXPLORATION HIGHLIGHTS - >

GOLD
Luhala Project Area
The Company resumed drilling in 2004 on its Luhala gold
property, approximately 70 kilometres south of Mwanza,
Tanzania. This 100% owned property hosts a large gold
mineralized system that was never fully evaluated in the past.

Drilling began in late summer with 14 RC drill holes
testing a large surface gold-in-soil geochemical anomaly
that was identified in earlier phases of expleration. In
total, three individual target areas were tested at Luhala
with several holes terminating in economically significant
gold mineralization. The discovery has the geological
signature of a stratabound, shear-hosted, gold deposit
and exhibits good correlation between the higher grade
zones identified to date. Deeper testing of the various
drill targets, including the holes that bottomed in gold
mineralization, was precluded by the limited depth
capacity and mechanical availability of the RC drill rig
which was only able to drill efficiently to approximately
50 meters.

The shallow dipping nature of the discovery suggests
that the gold-bearing oxide zone has considerable
potential down dip and along strike, a hypothesis that
will be tested in 2005 with the Company's new drill rig
which will have better mechanical availability and greater
depth capacity.

Shinyanga Project Area
Six trench samples taken at a large regional soil anomaly
in the Shinyanga Project Area returned an average value
of 2.12 grams per tonne gold across a 1.53 metre true
width. Biogeochemical sampling has been conducted
over the mbuga (overburden) to the west to determine
any lateral extension to this anomaly.

The geological model being employed for this area is a
shear-hosted gold zone. Among the geological features




that have provided encouragement thus far are fold
features, the fact the gold is not confined to quartz
veining, and the physical size of the anomaly.

Kibara Project Area
Recently, field crews returned to the Nyakona hill area to
re-check a gold/copper anomaly grab sample that aver-
aged 13% copper and 6 grams gold per tonne. Another
12 samples were collected, the majority of which con-
tained up to 40% malachite, an oxide mineral of copper.
Samples have been submitted to ALS Chemex Lab for
gold and multi-element analysis and results are pending.

DIAMONDS
During the year ended August 31, 2004, the Company
signed an Option Agreement to acquire a 90% interest
in prospecting licenses northwest of Mwadui (near the
Williamson diamond mine) where two kimberlites, the
primary source rocks for diamonds, were reported to be
diamondiferous by the Tanzanian Land Registry.

After the pipes are field located and confirmed diamond-
iferous, ground magnetic surveys, indicator mineral
sampling and analysis will be carried out to better under-
stand the two kimberlites. Because kimberlites generally
occur in clusters over a wide geographical area, large tracts
of land are essential for evaluation purposes and our land
acquisition program was designed to accommodate this
requirement.

The Company has also established protocols for quality
control, quality assurance and security for all its diamond-
related exploration activities and initial results confirm the
protocols are waorking effectively. Field work, including
stream, auger and related sample techniques, have
returned diamond indicator minerals from several areas
and these will be evaluated in the coming year.

New Royalty Agreements
Subsequent to August 31, 2004, the Company closed
Royalty Agreements on three new prospecting licenses in
the LVGB with MDN. Under these agreements, MDN can
earn 100% of the Company’s underlying interest in the
licenses, each of which is subject to agreements with

third parties. In total, the three licenses comprise an area
of approximately 70 square kilometres. They are part of a
series of licenses that MDN holds under option from Tan
Range around the Tulawaka gold project.

Over the five year period of the option agreement,
MDN is required to make staged cash payments to
the Company, incur at least US$75,000 in exploration
expenditures on each license in the first two years, and
complete 13,200 metres of diamond drilling on a staged
basis on each license over the entire life of the agreement.

The Company retains the right to escalating net smelter
royalties in commercial production from each license.
These royalties are tied to the price of gold and range
from 0.5% below $US250 per ounce to a maximum
of 2% at $US380 per ounce. In addition, a 2% Gross
Overriding Royalty is applicable to all diamond production
from each of the licenses.

Overall Performance
The Company believes that the fundamentals for
commodity prices are likely to remain strong for some
time to come. This is particularly true for gold, which will
benefit longer term from a depreciating US dollar, and
also for base metals given the industrialization process
taking place in Asian economies. The Company’s land
acquisition program in the LVGB also gives it increased
exposure to base metals - especially nickel - which is used
in the manufacturing of stainless steel and is certain to
benefit from continued demand from Asian manufacturers.

As of August 31, 2004 the Company had Current Assets
of $2,065,573 as compared to $2,551,912 on August
31, 2003. Current Assets included a deposit of $482,069
which was advanced for the commissioning of a drill rig
which upon completion will become a fixed asset.
Deferred Exploration Costs are $19,853,296 which
includes $1,180,850 invested this year. The Company
recovered $331,934 of exploration costs from our option
partners in 2004 and $184,965 in 2003.

The Company has financed its operations and invest-
ments through the issuance of commaon shares in the
amount of $2,596,000 in 2004 and $3,727,265 in 2003.



Outlook

Exploration expenditures are expected to remain at
above average levels over the coming months as the
Company resumes work on pricrity targets identified ear-
lier this year. In addition, the significant growth in our
land position in the LVGB will generate additional targets
tor evaluation using a variety of traditional and non-tra-
ditional exploration techniques. After confirming the
exploration potential on these properties, it is the
Company’s intention to deal them off to third parties
under option agreements with royalty provisions.

The availability of a new RC/RAB drill will increase our
ability to drill test targets in a cost effective and expedi-
tious manner, while placing the Company in a highly
competitive position versus its peers. The majority of this
exploration work will be funded from private placements
by James E. Sinclair, Chairman and CEO of the Company.

In addition to the high level of expenditures planned on
wholly-owned properties, the Company’s joint venture
partners, Barrick Gold, Ashanti Goldfields and Northern
Mining Explorations, are allocating significant resources
10 projects that are subject to royalty agreements with
Tan Range Exploration.

Selected Annual Information

| Aug 39, 2002 Aug 31, 2003 Aug 39,2006 |
Total Revenues $0 $0 $0
Net Loss for the period $(1,343,958) $(3,014,778) $(1,616,364)
Basic and diluted loss per share $(0.02) $(0.04) $(0.02)
Total assets $20,912,060 $21,424,565 $22,092,373
Total Long Term Financial Liabilities $0 $0 $0
Cash dividends declared per share $0 $0 $0

Results of Operations
The operating loss im 2004 was $1,616,364 which is
much lower than last year's loss of $3,014,778. The
major reason for the higher loss in 2003 was the
write-off of deferred exploration costs of $1,031,436.
There has been no write-off of deferred exploration
costs this year due to the identification of a biogeo-
chemical protocol that has the capacity to detect
mineral constituents beneath deep overburden. As a

result, properties that were scheduled for write-off
will be held in abeyance until they are reassessed using
the new biogecchemical protocol.

The reduction in loss is also attributable to the reduction
in professional fees which were $201,167 in 2004 and
$309,556 in 2003. Additionally, the cost expended to
investigate new properties dropped from $380,086 in
2003 to $254,991 in 2004,

Summary of Quarterly Results (unaudited)

L 2004 2003 2004 2003 2004, 2003 2004, 2008 J
|

Total Revenue 30 $0 $0 $0 $0 $0 $0 $0

Net Loss $(320,487)| $(1,484,551)| $(379,596)|$(727,367)|$(362,385)| $(349,908) | $(553,896)| $(452,952)

Basic and

diluted loss $0.004 $0.019 $0.005 $0.009 | $0.004 | $0.005 $0.01 $0.01

per share B




There are two primary reasons for fluctuations in quarter-
ly operating results. If a property is deemed uneconomical
it results in a write-off of the deferred exploration cost
which can result in a large one time loss. This explains the
variation experienced in the quarter ending August 2003.
Ancther cause for quarterly fluctuations is the amount of
new property investigations in a given quarter. Exploration
costs associated with investigating properties is not
deferred but rather is expensed as incurred.

Liquidity
Because the Company does not currently derive any pro-
duction revenue from operations, its ability to conduct
exploration and development on its properties is largely
based upon its ability to raise capital by equity funding.
Throughout the year, the Company raised $2,250,000 by

issuing 1,477,050 shares in privately placed tranches
with Mr. Sinclair, Chairman and CEO of the Company.

As of August 31, 2004 the Company’s working capital
was $1,918,901 as compared to $2,092,912 on August
31, 2003. The Company feels confident that it will
continue to be able to raise capital through private
placements with the Company's Chairman and CEO at
an anticipated rate of $125,000 per month. Also, as the
Company's mineral properties advance under various
exploration agreements, rental payment accruals could
increasingly play a role in funding exploration activities
for our own account.

The following table sets out the Company’s known
contractual obligations as of the latest fiscal year end:

N Payments Pue by Feriee
Contractual Obligations Total Less than 1-3 years| 3-5years | More than
1 year 5 years
Mwanza Office Lease™ UsS$12,000 UsS$1,000/mo Nil Nil Nil
Dar es Salaam Office Lease®| US$5,760 US$480/mo Nil Nil Nil
Vancouver Office Lease® CDN$20,400 | CDN$1,700/mo Nil Nil Nil
Field Staff House Lease®” US$4,800 US$400/mo Nil Nil Nil

(1) Renewable annually in October, 2005.
(3) Expires on May 31, 2005.

Capital Resources
The Company has purchased a drill rig and has made an
initial payment of $482,069. In addition, the Company
will pay Rand 1,435,350 to complete the purchase which
at a conversion rate of .20966 amounts to $301,061.

The Company acquires gold or other precious metal
concessions through its own efforts or through the efforts
of its subsidiaries. All of the Company’s concessions are
located in Tanzania.

For each concession granted in Tanzania under a
prospecting or a reconnaissance licence, the Company is
required to carry out a minimum amount of exploration
work before a mining licence can be granted for further

(2) Renewable annually in January, 2005,
(4) Renewable annually in July, 2005.

development. There are no set work requirements to keep
the concessions in good standing. A prospecting licence is
issued for a period of up to three years and is renewable
two times for a period up to two years each. At each
renewal at least 50% of the area is relinquished. However,
in some cases we re-apply for the licenses through sub-
sidiary companies. A reconnaissance license is issued for
one year and renewed for a period not exceeding a year.
All prospecting licenses are granted subject to an annual
rental fee of not more than U.S. $30 per square kilometer
payable to the government of Tanzania, a minimum
exploration work commitment, and employment and
training of Tanzanians. In addition, the government of
Tanzania imposes a royalty on the gross value of all
production at the rate of 3% of all gold produced.



Off-Balance Sheet Arrangements
There are no off-balance sheet arrangements.

Transactions with Related parties
During the year ended August 31, 2004, $22,435 was
paid or payable by the Company to existing directors and
a former director for consulting fees. Directors were paid
$88,470 in fees. The Company expects to continue paying
directors’ fees at a similar level.

Fourth Quarter
Net loss for the fourth quarter was $320,487 versus
$1,484,551 for the same period in the previous year. The
reduction in loss was primarily due to a one time write-off
of mineral properties that incurred in 2003 in the amount
of $1,031,436.

During the fourth quarter, the Company paid $482,069
toward the purchase of a new drill rig. The Company is
actively seeking financing for the balance of the purchase
(3301,061).

Changes in Accounting Policies
including Initial Adoption
There have been no changes in accounting policies which
affect the August 31, 2004 consolidated financial statements.

Critical Accounting Estimates
Mineral property acquisition costs and related direct explo-
ration costs are deferred until the properties are placed into
production, sold, abandoned or management determines
that the mineral property is not economically viable, at
which time unrecoverable deferred costs are written off.

A write-down may lbe warranted in situations where a
property is to be sold or abandoned; exploration activity
ceases on a property due to unsatisfactory exploration
results or insufficient available funding; unfavourable
changes occur in the property or project economics; an
inability to access the site arises; environmental restrictions
are placed on development; or political instability occurs.
Management is required to make estimates involving these
factors to determine if an impairment or write-down of
mineral properties is required as at any point in time.
Write-downs of mineral properties may occur in the future
due to changes in events or circumstances such as those
noted above and any changes to estimates embedded in
impairment reviews.

10

Disclosure of Outstanding Share Data
As at the date of this MD&A, there were 82,986,098
common shares outstanding. In addition, there were
515,000 director and employee stock options outstanding
at an average weighted price of $0.76. The Company has
no share purchase warrants outstanding.

Financial Instruments and Other Instruments
The Company’s financial assets and liabilities consist of
cash and cash equivalents, short-term investments, other
receivables and accounts payable and accrued liabilities.
The fair value of the Company's financial assets and
liabilities is estimated to approximate their carrying value.

Risk Factors

The Company is subject to a number of extraneous
risk factors over which it has no control. These factors are
common to most exploration companies and include,
among others: project ownership” and exploration risk,
depressed equity markets and related financing risk,
commodity price risk, fluctuating exchange rates,
environmental risk, insurance risk and sovereign risk.

Cautionary Note Regarding

Forward-Looking Statements
Certain statements contained in the foregoing
Management’s Discussion and Analysis and elsewhere
constitute forward-looking statements. Such forward-
looking statements involve a number of known and
unknown risks, uncertainties and other factors which may
cause the actual results, performance or achievements of
the Company to be materially different from any future
results, performance or achievements expressed or implied
by such forward-looking statements. Readers are cautioned
not to place undue reliance on these forward-looking
statements, which speak only as of the date the statements
were made, and readers are advised to consider such
forward-looking statements in light of the risk set above.

Additional Information
Additional information about the Company and its business
activities is available on SEDAR at: www.sedar.com
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying financial statements of Tan Range Exploration Corporation have been prepared by
and are the responsibility of the Company’s management. The consolidated financial statements have
been prepared in accordance with accounting principles generally accepted in Canada and contain
estimates based on management’s best judgment. Internal control systems are maintained by
management to provide reasonable assurance that assets are safeguarded and financial information is
reliable.

The Audit Committee of the Board of Directors is composed primarily of non-management directors. It
meets annually with the Company’'s management and auditors and reviews internal control and
financial reporting matters to ensure that management is properly discharging its responsibilities before
submitting the consolidated financial statements to the Board of Directors for approval.

The Company’s auditors, KPMG LLP, have examined these consolidated financial statements and their
report follows.

@w?&@ P

James E. Sinclair Victoria Luis
Chairman and CEO Chief Financial Officer

Vancouver, Canada
November 9, 2004




AUDITORS' REPORT TO THE SHAREHOLDERS

We have audited the consolidated balance sheets of Tan Range Exploration Corporation as at
August 31, 2004 and 2003 and the consolidated statements of operations and deficit and cash flows
for the years then ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at August 31, 2004 and 2003 and the results of its operations and
its cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles.

KEMG 1,6

Chartered Accountants

Vancouver, Canada

November 9, 2004, except as to note 9(d)
which is as of November 23, 2004

13
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TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Consolidated Balance Sheets
(Expressed in Canadian dollars)

August 31, 2004 and 2003

2004 2003
Assets
Current assets:

Cash and cash equivalents 1,067,448 1,550,072

Short-term investments 415,201 926,192

Accounts and other receivables (note 7) 61,035 44,288

Prepaid iexpenses 521,889 31,360

2,065,573 2,551,912
Mineral properties and deferred exploration costs (note 3) 19,853,296 18,672,446
Equipment and leasehold improvements (note 4) 173,504 200,207
22,092,373 21,424,565
Liabilities and Shareholders’ Equity
Current liabilities:

Accounts payable and accrued liabilities 146,672 459,000
Future income taxes (note 5) 647,565 647,565
Shareholders’ equity:

Share capital (note 6) 42,145,471 39,423,971

Share subscriptions received (note 6(b)) - 125,000

Deficit (20,847,335) (19,230,971)

21,298,136 20,318,000
22,092,373 21,424,565

Nature of operations (note 1)
Commitments (note 8)
Subsequent events (note 9)

See accompanying notes to consolidated financial statements.

Approved on behalf of the Board:

éames E. Sinclair, Director

ot b

Rosalind Morrow, Director

Victoria Luis, Director




TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Consolidated Statements of Operations and Deficit
{Expressed in Canadian doliars)

Years ended August 31, 2004 and 2003

2004 2003
Expenses:
Amortization 54,643 63,509
Annual general meeting 21,894 11,889
Capital tax (46,052) 125,477
Consulting and management fees 140,099 170,468
insurance 65,744 48,735
Memberships, courses and publications 6,551 14,628
Office and administration 82,643 110,123
Office rentals 103,134 142,148
Press releases 23,642 16,638
Printing and mailing 19,266 9,261
Professional fees 201,167 308,556
Promotions and shareholder relations 8,408 92,876
Salaries and benefits 604,368 637,327
Sustainable development - 18,879
Telephone and fax 29,592 42,189
Training 14,433 -
Transfer agent and listing 68,895 85,432
Travel and accommodation 40,284 78,906
1,438,711 1,978,041
Other earnings (expenses):
Foreign exchange 48,630 (104,989)
Interest, net 30,626 75,876
Loss on sale of asset (12,692) -
Gain on sale of short-term investment 10,774 (36,102)
Property investigation costs (254,991) (380,086)
Write-off of mineral properties and
deferred exploration costs (note 3) - (1,031,436)
(177,653) (1,476,737)
Loss before income taxes (1,616,364) (3,454,778)
Future income tax recovery - 440,000
Loss for the year (1,616,364) (3,014,778)

Deficit, beginning of year

(19,230,971)

(16,216,193)

Deficit, end of year

(20,847,335)

(19,230,971)

Basic and diluted loss per share (0.02) (0.04)
Weighted average number of shares
outstanding {note 2(i)) 81,056,126 78,839,344

See accompanying notes to consolidated financial statements.
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TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Consolidated Statements of Cash Flows
(Expressed in Canadian dollars)

Years ended August 31, 2004 and 2003

2004 2003
Cash provided by (used in):
Operations:
Loss for the year (1,616,364) § (3.014,778)
Iltems not affecting cash:
Amortization 54,643 63,509
Loss on sale of asset 12,692 -
Gain on sale of short-term investments (10,744)
Write-off of mineral properties and
deferred exploration costs - 1,031,436
Future income tax recovery - (440,000)
(1,559,773) (2,323,731)
Changes in non-cash working capital
Accounts receivable and other
receivables (16,747) 12,579
Prepaid expenses (490,529) 24,801
Accounts payable and accrued (312,328) 240,018
liabilities
(2,379,377) (2,046,233)
Investments:
Mineral properties and deferred
exploration costs - net of option
payments received (1,180,850) (1,151,327)
Equipment and leasehold improvement
additions {40,660) (44,611)
Short-term investments 521,763 (962,294)
(699,747) (2,158,232)
Financing:
Share capital issued - net of issuance
costs 2,596,500 3,602,265
Share subscriptions received - 125,000
2,596,500 3,727,265
Increase (decrease) in cash and cash
equivalents (482,624) (477,200)
Cash and cash equivalents, beginning of year 1,550,072 2,027,272
Cash and cash equivalents, end of year 1,067,448 § 1,550,072
Supplementary information:
Interest received, net 50,382 § 47,428

See accompanying notes to consolidated financial statements.




TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Notes to Consolidated Financial Statements
(Expressed in Canadian dollars)

Years ended August 31, 2004 and 2003

1. Nature of operations:

The Company is in the process of exploring its mineral properties and has not yet determined whether
these properties contain -mineral deposits that are economically recoverable. Consequently, the Company
considers itself to be an exploration stage company. At August 31, 2004, the Company has funding
commitments (note 3) which exceed funds on hand. The continuing operations of the Company and the
recoverability of the amounts shown for mineral properties and related deferred costs are dependent upon
the existence of economically recoverable reserves, securing and maintaining title and beneficial interest in
the properties, obtaining necessary financing to explore and develop the properties, entering into
agreements with others to explore and develop the mineral properties, and upon future profitable
production or proceeds from disposition of the mineral properties. The amounts shown as mineral
properties and deferred exploration expenditures represent net costs incurred to date, being less amounts
recovered from third parties and/or written off, and do not necessarily represent present or future values.

These financial statements have been prepared on the going concern basis which assumes that assets will
be realized and liabilities settled in the normal course. These financial statements do not reflect
adjustments that would be necessary if the going concern basis was not appropriate. If the going concern
basis was not appropriate for these financial statements, then adjustments could be necessary to the
carrying value of assets and liabilities and such adjustments could be material.

2.  Significant accounting policies:

These consolidated financial statements are prepared in accordance with Canadian generally accepted
accounting principles.

(a)  Principles of consolidation:

These consolidated financial statements include the accounts of Tan Range Exploration Corporation
and its subsidiaries. All intercompany amounts are eliminated on consolidation.

(b)  Translation of foreign currencies:

The measurement currency of the Company in these consolidated financial statements is the
Canadian dollar. The Company’s subsidiaries are considered integrated foreign subsidiaries and their
accounts are translated using the temporal method. Under this method, monetary assets and
liabilities are translated at the prevailing year-end exchange rates. Non-monetary assets are
translated at historical exchange rates. Revenue and expense items are translated at the average
rate of exchange for the year except for those arising from non-monetary assets which are translated
at the historical exchange rate. Translation gains and losses are included in the statements of
operations and deficit.

(¢) Cash and cash equivalents:

Cash and cash equivalents consist of cash on deposit with banks or highly liquid short-term interest-
bearing securities with maturities at purchase dates of three months or less.
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TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Notes to Consolidated Financial Statements
(Expressed in Canadian dollars)

Years ended August 31, 2004 and 2003

2,

Significant accounting policies (continued):

(d)

(e

Short-term investments:

Interest-bearing securities having a term in excess of three months but less than one year are
classified as short-term investments. Short-term investments are stated at the lower of cost and
market value.

Mineral properties and deferred exploration costs:

The Company holds various positions in mineral property interests, including prospecting licences,
reconnaissance licences, and options to acquire mining licences or leases. All of these positions are
classified as mineral properties for financial statement purposes.

Acquisition costs and exploration costs, including option payments, relating to mineral properties are
deferred until the properties are brought into production, at which time they are amortized on a unit-of-
production basis, or until the properties are abandoned, sold or to be sold or management determines
that the mineral property is not economically viable, at which time the unrecoverable deferred costs
are written off. Option payments arising on the acquisition of mineral property interests are
exercisable at the discretion of the Company and, accordingly, are only recognized as paid.

Amounts recovered from third parties to earn an interest in the Company’s mineral properties are
applied as a reduction of the mineral property and deferred exploration costs.

Overhead costs directly related to exploration are allocated to the mineral properties explored during
the year and are deferred and are to be amortized using the same method applied to property-specific
exploration costs. All other overhead and administration costs are expensed in the year they are
incurred.

Under CICA Handbook Section 3061, “Property, Plant and Equipment’, for a mining property, the cost
of the asset includes exploration costs if the enterprise considers that such costs have the
characteristics of property, plant and equipment. Emerging Issue Committee Abstract 126,
“Accounting by Mining Enterprises for Exploration Costs”, (“EIC-126") states that a mining enterprise
that has not established mineral reserves objectively, and therefore does not have a basis for
preparing a projection of the estimated cash flow from the property, is not precluded from considering
the exploration costs to have the characteristics of property, plant and equipment. EIC-126 also sets
forth the EIC’'s consensus that a mining enterprise in the development stage is not required to
consider the conditions in Accounting Guideline No. 11 “Enterprises in the Development Stage”
("AcG 11") regarding impairment in determining whether exploration costs may be initially capitalized.
With respect to impairment of capitalized exploration costs, EIC-126 sets forth the EIC’s consensus
that a mining enterprise in the development stage that has not established mineral reserves
objectively, and, therefore, does not have a basis for preparing a projection of the estimated cash flow
from the property, is not obliged to conclude that capitalized costs have been impaired. However,
such an enterprise should consider the conditions set forth in AcG 11 and CICA Handbook Section
3061 in determining whether a subsequent write-down of capitalized exploration costs related to
mining properties is required.




TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Notes to Consolidated Financial Statements
(Expressed in Canadian dollars)

Years ended August 31, 2004 and 2003

2.

Significant accounting policies (continued):

{e)

@

(h)

Mineral properties and deferred exploration costs (continued):

The Company considers that its exploration costs have the characteristics of property, plant and
equipment, and, accordingly, defers such costs. Furthermore, pursuant to EIC-126, deferred
exploration costs would not automatically be subject to regular assessment of recoverability, unless
conditions, such as those discussed in AcG 11, exist.

The Company follows these recommendations and therefore the unproven mineral property claim
costs are initially capitalized. Such assets are tested for impairment in accordance with the provisions
of the CICA Handbook Section 3063, “Impairment of Long-Lived Assets”.

Equipment and leasehold improvements:

Equipment and leasehold improvements, other than mineral properties and deferred exploration and
development costs, are recorded at cost and amortization is provided for on a declining balance basis
using the following rates:

Assets Rate
Machinery and equipment 20% to 30%
Automotive 30%
Computer equipment 30%
Leasehold improvements 20%

Stock-based compensation:

Effective September 1, 2002, the Company adopted the new standards of the Canadian Institute of
Chartered Accountants with respect to the accounting for stock-based compensation and other stock-
based payments. The new standards have been applied prospectively. All stock-based compensation
will be determined based on the fair vaiue method and expensed over the vesting period.

As the Company did not grant any stock options or had no other stock-based payments during the
years ended August 31, 2004 and 2003, the new accounting standards have had no effect on the
financial statements. Consideration paid on the exercise of stock options is credited to share capital.

Income taxes:

The Company follows the asset and liability method of accounting for income taxes. Under the asset
and liability method, future income tax assets and liabilities are determined based on differences
between the financial statement carrying values of existing assets and liabilities and their respective
income tax bases (temporary differences) and are measured using the enacted or substantively
enacted tax rates expected to be in effect when the temporary differences are likely to reverse. Future
tax benefits, such as non-capital loss carry forwards, are recognized if realization of such benefits is
considered more likely than not.

19
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TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Notes to Consolidated Financial Statements
(Expressed in Canadian dollars)

Years ended August 31, 2004 and 2003

2,

Significant accounting policies (continued):

(i) Loss per share:

Loss per share has been calculated using the weighted average number of common shares issued
and outstanding. Shares held in escrow subject to performance conditions for release are considered
contingently issuable shares and are excluded from the weighted average number of shares used in
calculating loss per share. Outstanding stock options, special warrants and share purchase warrants
that could potentially dilute basic loss per share have not been included in the computation of diluted
loss per share because to do so would be anti-dilutive.

)] Financial instruments:

The Company's financial assets and liabilities consist of cash and cash equivalents, short-term
investments, accounts and other receivables and accounts payable and accrued liabilities. The fair
value of the Company’s financial assets and liabilities is estimated to approximate their carrying value.

(k)  Use of estimates:

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingencies at the date of
the financial statements and the reported amounts of revenues and expenses during the year. Areas
requiring the use of estimates and measurement uncertainties include the valuation and impairment
of value of mineral properties and deferred exploration costs and the determination of future income
taxes. Actual results may differ from management’s estimates.

(1) Segmented information:

The Company’s principal operations are located in Tanzania. The Company conducts its business in
a single operating segment being the investment in and exploration of mineral properties.
Substantially all mineral properties (note 3) and equipment and leasehold improvements are situated
in Tanzania (note 4).

Mineral properties and deferred exploration costs:

The Company acquires gold or other precious metal concessions through its own efforts or through the
effortsiof its subsidiaries. All of the Company’s concessions are located in Tanzania.

For each concession granted in Tanzania under a prospecting or a reconnaissance licence, the Company
is required to carry out a minimum amount of exploration work before a mining licence can be granted for
further development. A prospecting licence is issued for a period of up to three years and renewable two
times for a period up to two years each. At each renewal at least 50% of the area is relinquished. A
reconnaissance licence is issued for one year and renewed for a period not exceeding a year. All
prospecting licences are granted subject to an annual rental fee of not more than U.S. $30 per square
kilometer payable to the government of Tanzania, a minimum exploration work commitment, and
employment and training of Tanzanians. In addition, the government of Tanzania imposes a royalty on the
gross value of all production at the rate of 3% of all gold produced.



962'€G8'61 $ 182'v10°L $ 6/v'259 § 68L°LLO°L 786'68S $ €20'82S°L $ €98'vS0"tL $ 298'88.°C $ €6v'892°t $ 1296187 $ £00'G95'9 ¢ P0OC ‘1€ 1snbny ‘eouejeq

058'081°L 620'909 620'0L 112'92 (09Z°0%E) (589'62) Z91°002 $25'661 ATy L6E°0¥Z \ze'L
- - - - (z9.°982) - - - 29.'982 - - SUCHEOLISSE[CaY
(P6°1£8) - (0£6's2) (96¥'21) (s22'cz1) (9z6°'88) - - (118'85) - (96t'L1) panaoai sjuawhed uondo
S60°L - - - - - - - - S60°1L - Burup pue Buyouas)
yA%4 601 - - - - - - - 801 - juawdinba pue sped
6G€'LE2 €EB'PIL viT - - - 904'12 - - 9vs°'0S - 5)502 uonisinboe Auadosd
611192 9.6°'L6 v2's 8872 $90°'gL 8652 ¥25'cL 629'09 986'c cL8'y - [ea1wayoosb pue |easAydoss
(6£8'61) €Le) - - - - - - - viT'L 212°81 sabem pjoy pue Buiynsuod [eoaiBojoas)
681'G86 888'8PC z81'82 S8y Ly ¥19'28 £49'95 9z5'L0L LLE'BZL S/L'6E 885'891 - PeayIono pldy pue uonesoidxy
¥ro'LY 98e'le 652 - 860°1L - or'e 8Z5'G - 196'EL - |aAey} pue sanddns piey ‘dwed
:sainypuadxa uonesodx3
orb'TLo'8lL 20.2'80% 0St'2h9 ZIB'rrO'L Zre'0e6 80/'266'L 1L02'v58 8EE'E6S'T L9E' 261 0€2'645'C 281'€96'9 €002 ‘L€ 1snbny ‘asuejeg
[CEED) (ss9'6v1) (rvz'0l) - {9ge901) - - (zre'se) - - (60c622) SHO-2IUM
Z88'€0.'61 16€'8G5 P6L'E59 ZL6'vr0’L 829'9€0') 801'265°1 10L'¥S8 089'829'2 L8E L6V L 0£2'618' 160°€62'L
128716171 0S2°9%2 (5.9'97) 22709 {(v.€'¢62) €9L'EEL 9¢1'69 Z16'06Y GO8 vy 1£6'08 168V
- (022t} - - (OIS YE3) 042 - - Liv'LLE - - suonedyissepay
(596'v81) - (z5209) (oL¥'y1) (6L"vp) (v26°'96) - - - (oit'LL) pan1zoa. syuawhed uondo

- €95°zel - -

9G6'8E L - €6€'91L Buijup pue Buyoual |
99¢2'9 1£6'C - - 5181 - - $5H'L - - - awdinba pue syed
€56°€S1 058°LS 105'2t - - - 0069 - €81°9¢ [1E=3114 - $)$00 uonisinboe Auadold
L0 L8L £29'vE 968'1 [Fa 41 6L9'bZ - sov'e $86'08 862'¢ vL8'C oLe'El |eo1Wayo0ah pue [edsAydoas
1¥0'29 16€ 8.2 ocl 9/€'G - vET'L 981’ Ly 0i5'9 yLe [44 safiem piay pue Buninsuod |edifojoss
v£1'622 LP0'6P) £yl 8Ly'9e L1€'99 §28'G81 6LECS 8281 ove'9 £vg'ee (€v1) peayiano pjay pue uofiesojdx3
50£'8S zi1L'9 659°t 0442 5l2've 47 8Lz 189'G4 €221 vl 215 {onel} pue sayddns py ‘dweg

:saunypuadxa uoneloldx3y
GGG6'Z85 8L L09°LLE 698'6.9 06186 z00'0€€'t ShS'ver'L 595'G8. 892'221'C 915'2.0') £62'861'2 002'882'L 2002 ‘1€ Jsnbny ‘aouejeg
(r10'65) (965°cr) - (809'z1) - {01872 - - - - - SHO-SIIM
695'LLO'8L £0Z'G5E 698'6.9 86/'966 200'0EE'L §5e' 22V’ 595'G8. 89/°211°C 916'220°L £62'861'C 002'882'L
0PP'9ES'6 ovL'L0€E 698'6.9 861966 200°0€€"L LULLLLYL G96°G8. 89.°2L1°C 916°2/0L 678'81S 98L'9ZS
985'00¢ L€ - - - - - S92°LL - 288'CL TzL'6vL p pue Buiyouai |
269'S - - - - - - - - 05l vs's juawdinba pue sped
508'262'8 156'G42 969'9.9 02€'9.6 yvL'9ze'L JAJNNIA 190'08L Z68L'GY6'L 0v8'zo0°t SZ1'LS £85°28 $1800 uoiIsinboe Auadoid
£21'80Z 955°0¢ gL' 182'2 - - ¥0S§'s z.6'8 zes IS1LEL Zre'oe 1eo1wayo0ab pue [ealsAydosd
$00'b¥L - - - - - - - - voL'SL 006'0L sabem pjay pue Buynsuod fesibojoas
295°c€S zi9'6 - 161°gL 8zt - - Z0L'0F1 vrL'6 v8/'861 128'651 PESYISA0 pJBY pue uojeloldx]
899'0Y 869 - - - - - 16V'G - 1v9'8 9z8°1¢ |aAey) pue sayddns piay ‘dwen

:sainypuadxa uonesodxy
156'€58'9 ¢ [44: 54 N - $ - $ - $ 9sr'Lie  § - $ - $ - $ py'er6’L $  ¥L0'29L'9 ¢ 100Z ‘L€ ¥snBny ‘aduejeg
€101 [(UEETNT) ) ninweseyig — (u) amBogiy (6) oquoliysny () exemejn (8) sjebeuey  {p) BANBUN] {0) 1s0B1x {q) weloig {e) 103l0id

ejeyn BIWd)al

:SMOJ|04 SB st saladoud [essuill Uo sainypuadxa Jo Anunuod ayy

:(panunuod) s3sos uoneso|dxa parisjep pue satuadoad |ersuty

£00Z PUE $00Z ‘L€ 1SNBNY papua siea

(s4seyjop ueipeue) Ul passaldx3y)
SJUBLWALR]S |BISUBUIH PB)EPIIOSUOD) O} SSION

(Auedwo) abeys uoneiojdxy uy)

NOILLYHOd40D NOILVHOTdX3 IDNVYH NV1




22

TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Notes to Consolidated Financial Statements
(Expressed in Canadian dollars)

Years ended August 31, 2004 and 2003

3. Mineral properties and deferred exploration costs (continued):

The Company has assessed the carrying value of mineral properties and deferred exploration costs as at
August 31, 2004.

(@)

Itetemia Project:

The Itetemia property consists of nine contiguous prospecting licences (2003 - six prospecting
licences). Collectively, the Company refers to these concessions as the Itetemia Project.

One prospecting licence is subject to a 3% net smelter royalty.

The Company acquired a 90% interest in another of the prospecting licences through an agreement
with the State Mining Corporation (“Stamico”) dated July 18, 1994. Stamico retains a 2% royalty
interest as well as a right to earn back an additional 20% interest in the prospecting licence by
meeting 20% of the costs required to place the property into production. The Company retains the
right to purchase one-half of Stamico’s 2% royalty interest in exchange for US$1,000,000.

On December 6, 1999, Barrick Gold Corporation (Barrick) closed an agreement with the Company
granting Barrick the exclusive option to earn an undivided 60% interest in the ltetemia Project. To
exercise its option, Barrick must make a positive production decision with respect to the Itetemia
Project which contemplates a rate of production of not less than 100,000 ounces per annum by
April 30, 2005. In addition, Barrick must finance the entire project, with the Company to repay its
portion of the costs from its share of the net proceeds of production. Once a production decision is
taken by Barrick, if the property is not in production on a stand-alone basis within 18 months, or within
12 months on a custom-milling basis, Barrick must make penalty payments to the Company as

follows:

Year one Uss$ 500,000
Year two 750,000
Year three 1,000,000
Year four and subsequent years 1,200,000

Payments due after year five will be adjusted for inflation based on the Canadian Consumer Price
Index.

In addition to the above, upon exercise of its option, Barrick will assume the Company’s right to
purchase Stamico's 10% interest in the prospecting licence acquired from Stamico. Should this
occur, Barrick has agreed to pay the Company's portion of all production royalties payable from the
Itétemia concession to the Tanzanian government.



TAN RANGE EXPLORATION CORPORATION

(An Exploration Stage Company)

Notes to Consolidated Financial Statements
(Expressed in Canadian dollars)

Years ended August 31, 2004 and 2003

3.

Mineral properties and deferred exploration costs (continued):

(b)

(c)

Luhala Project:

The Luhala property consists of five contiguous prospecting licences. Collectively, the Company
refers to these concessions as the Luhala Project.

During the years ended August 31, 2001 and 2000, the Company entered into option agreements to
acquire three additional licences, named Shilalo, Ngobo and Sima. For Ngobo, the Company must
make payments totalling US$120,000 over six years (US$66,000 paid to date) and for Sima,
payments totalling US$84,000 over six years (US$50,000 paid to date) in order to maintain the
options. The vendor in each case retains a 2% net smelter return royalty, of which the Company may
buy back, in each case, one-half (i.e., 1%) for US$1,000,000.

For the Shilalo licence, the vendor retains a 2% net smelter return royalty, of which the Company may
buy back one-half (i.e., 1%) for US$250,000.

Kigosi:

The Kigosi property consists of nine prospecting licences. During the year ended August 31, 2003,
the Company reclassified five licences from the Ushirombo and Ushirombo West with deferred costs
of $371,411 (note 3(g)) to the Kigosi property. The Company has a 100% interest in one of the
licences and, through prospecting and mining option agreements entered into in the 2003 fiscal year,
has options to acquire between 51% to 90% interests in the other eight licences. The Company must
make payments totalling US$162,000 over eight years (US$22,000 paid to date) and is required to
fund all costs of exploration of the properties in order to maintain the options.

On July 21, 2003, the Company entered into an agreement with Ashanti Goldfields (Cayman) Limited
(“Ashanti"), granting Ashanti the option to acquire the total rights, titles and interests of the Company
in the nine prospecting licences in the Kigosi area, save and except for a royalty varying between
0.5% to 2% of net smelter returns, depending on the market price of gold, to be paid by Ashanti to the
licence owners. To maintain and exercise the option, Ashanti must expend US$300,000 within the
first year and US$800,000 within the second year of closing the agreement, complete various
diamond drilling requirements and complete a bankable feasibility report within five years of the
closing of the agreement.

Ashanti must also make the following payments to the Company (nil paid to date):

Year one uss$ 200,000
Year two 150,000
Year three 180,000
Year four 260,000
Year five 340,000

In addition, Ashanti must make payments to the Company of US$25,000 for each licence in excess of
three held 24 months subsequent to the closing of the agreement and US$25,000 for each licence
held in excess of two in subsequent years.
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3.

Mineral properties and deferred exploration costs (continued):

(©)

(e)

(f)

Kigosi (continued):

Should Ashanti complete a bankable feasibility report and make a positive production decision before
the fifth anniversary date of the closing of the agreement, then the above payments and drilling by
Ashanti shall no longer be required.

Lunguya:

The Lunguya property consists of six prospecting licences (2003 - six prospecting licences). Through
prospecting and mining option agreements the Company has options to acquire interests ranging
from 60% to 75% in the six licences. To maintain the options, the Company is required to make
certain expenditure requirements and fund all exploration costs of the properties.

Kanagele:

The Kanagele property consists of six prospecting licences. In 2002, the Company entered into an
option agreement requiring payments totaling US$72,000 over eight years (US$15,000 paid to date)
in exchange for a 90% interest in one prospecting licence and an option to purchase the remaining
10% upon production decision. In 2004, the Company entered into an option agreement for one
prospecting license requiring payments of US$145,000 (US$10,000 paid to date) over nine years and
anhother option agreement for one prospecting licence requiring payments of US$390,000 over five
years (none paid to date). The Company has options to acquire a 65% interest in the other three
licences acquired through prospecting and option agreements. The Company is required to fund all
exploration costs of the properties.

Tulawaka:

The Tulawaka property consists of eight prospecting licences (2003 - eight prospecting licences).
Four of the licences are held by the Company and through prospecting and option agreements has
options to acquire interests ranging from 65% to 90% in the other four licences. Four licences are
subject to an option agreement with Northern Mining Explorations Ltd. (“Northern”) (note 3(1)).

During the year ended August 31, 2003, the Company entered into a prospecting mining option
agreement to acquire a 90% interest in a prospecting license. The Company must make payments of
US$117,000 over nine years, (US$19,000 paid to date) and is required to fund all exploration costs of
property to maintain its option.
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3. Mineral properties and deferred exploration costs (continued):

(@)

(h)

0

Ushirombo and Ushirombo West:

The Ushirombo and Ushirombo West properties consist of twelve prospecting licences (2003 - eight
prospecting licences). The Company holds 100% interest in two of these licences and through
prospecting and option agreements has options to acquire interests ranging from 65% to 80% in the
other six licences. The Company is required to fund all exploration costs of the properties. Two
licences are subject to the option agreement with BEAL (note 3(k)) and one licence is subject to the
option agreement with Northern (note 3(1)).

Mbogwe:

The Mbogwe property consists of seven licences. The Company, through prospecting and option
agreements, has options to acquire interests ranging from 51% to 80% in these licences. The
Company is required to fund all exploration costs of the properties. One of the licences is subject to
the option agreement with BEAL (note 3(k)).

Biharamulu:

The Biharamulu property consists of six prospecting licences. The Company has a 100% interest in
two of these licences and through prospecting and option agreements has options to acquire
interests ranging from 51% to 65% in the other four licences. The Company is required to fund all
exploration costs of the properties. Four of the licences are subject to the option agreement with
Northern (note 3(1)).

Other:

The twenty-two other properties consist of several prospecting licences. The Company has options to
acquire interests in these properties ranging from 51% to 100%. To maintain these licences, the
Company must make the following future payments to maintain its options:

2005 $ 159,000
2006 164,000
2007 184,000
2008 204,000
2009 204,000
Thereafter 757,000

$ 1,672,000
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3. Mineral properties and deferred exploration costs (continued):

(k)

U]

Joint venture with Barrick Exploration Africa Ltd. (‘BEAL"):

On December 14, 2001, including subsequent modifications, Barrick Exploration Africa Ltd. ("BEAL")
closed an agreement with Tanzam 2000 granting BEAL the option to acquire the total rights, titles
and interests of the Company in twelve prospecting licences in different properties, herein called the
BEAL project. In exchange for this option, BEAL was required to pay US$100. To maintain and
exercise the option, BEAL was required to incur US$250,000 in exploration and development on the
BEAL project within a year of closing the agreement (completed), and thereafter, BEAL must expend
US$50,000 each year for each retained prospecting licence. In addition, BEAL must make the
following annual payments to the Company for each retained prospecting licence:

December 2002 uUs$ 10,000
December 2003 20,000
December 2004 30,000
December 2005 and subsequent years 40,000

Within thirty days after commercial production, BEAL must pay US$1,000,000 and an additional
US$1,000,000 on each of the next two years. BEAL will also pay the owner of the licence 1.5% of net
smelter returns.

During the years ended August 31, 2002 and 2003, BEAL filed a notice of relinquishment for all rights,
titles, and interests in eight prospecting licenses included in the option agreement.

As at August 31, 2004, of the four remaining prospecting licences in the BEAL project, two are
located in Ushirombo, one licence is located in Mbogwe and one in Itetemia.

Option Agreement with Northern Mining Explorations Ltd. (“Northern”):

On January 20, 2003, and as amended on March 18, 2003, the Company entered into an agreement
with Northern granting Northern the exclusive option to acquire the total rights, titles and interests of
the Company in nine prospecting licences. In exchange for this option, Northern was required to pay
US$80,000. In addition, to maintain and exercise the option, Northern must make annual payments
for each retained prospecting licence, incur minimum exploration and development expenditures and
certain drilling requirements, undertake all obligations of the Company in respect of the licences and
complete a feasibility study by December 31, 2008. Upon exercise of the option, the Company shall
retain a net smelter return royalty fluctuating between 0.5% to 2% depending on the price of gold.

As at August 31, 2004, of the nine prospecting licences optioned to Northern, four are located in
Biharamulu, four are located in Tulawaka and one is located in Ushirombo.
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4.

Equipment and leasehold improvements:

Accumulated Net book

2004 Cost amortization value
Machinery and equipment 88,386 33,854 54,532
Automotive 169,300 111,231 58,069
Computer equipment 101,471 44,262 57,209
Leasehold improvements 10,770 7,076 3,694
369,927 196,423 173,504

Accumulated Net book

2003 Cost amortization value
Machinery and equipment 256,294 190,330 65,964
Automotive 275,582 182,095 93,487
Computer equipment 113,929 78,349 35,580
Leasehold improvements 26,828 21,652 5,176
672,633 472,426 200,207

Income taxes:

Income tax expense (recovery) for the year ended August 31, 2004 differs from that calculated by applying

statutory rates for the following reasons:

2004 2003
Expected combined Canadian federal and

provincial income tax rate 35.6% 37.6%
Expected recovery of income taxes 575,000 1,299,000
Tanzanian tax rate differential (38,000) (68,000)

Substantively enacted change in Canadian
tax rates - (51,000)
Non-deductible foreign exploration costs (133,000) (112,000)
Write-off of mineral properties - (254,000)
Other 53,000 (7,000)

Recognition of previously unrecognized tax
pools - 1,299,000
Change in valuation allowance (457,000) (1,666,000)
Income tax recovery - 440,000
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5. Income taxes (continued):

The tax effects of significant temporary differences which would comprise tax assets and liabilities at

August 31, 2004 and 2003 are as follows:

2004 2003
Future income tax assets:

[Equipment $ 173,000 $ 136,000
INon-capital losses for tax purposes 3,911,000 3,358,000
Capital losses for tax purposes 45,000 45,000
Resource related deductions carried forward 1,130,000 1,263,000
5,259,000 4,802,000
Valuation allowance (5,259,000) (4,802,000)
Net future income tax assets 3 - % . -

Future income tax liabilities:
IMineral properties $ 647,565 § 647,565
Net future income tax liabilities $ 647,565 $ 647,565

At August 31, 2004, the Company has approximately $7,279,000 of Canadian non-capital losses available

for income tax purposes to reduce Canadian taxable income in future years that expire as follows:

2005 $ 2,266,000
2006 625,000
2007 602,000
2008 694,000
2009 733,000
2010 1,508,000
2011 851,000

$ 7,279,000

The Company has a capital loss carry forward of approximately $250,000 which is available indefinitely to

reduce future capital gains for tax purposes.

In assessing the recoverability of future tax assets, management considers whether it is more likely than

not that some portion or all of the future tax assets will not be realized. The ultimate realization of future

tax assets is dependent upon the generation of future taxable income during the periods in which the

temporary differences become deductible.
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6. Share capital:

(a) Authorized:

91,000,000 common voting shares (2003 - 91,000,000; 2002 - unlimited

voting shares)

(b) Issued common shares and warrants:

number of common

Number

of shares Amount
Balance, August 31, 2001 50,760,978 $ 26,747,161
Stock options exercised 1,756,000 795,995
Issued on exercise of warrants 2,197,225 1,380,550
Issued on acquisition 20,000,000 7,000,000
Subscription receivable - (102,000)
Balance, August 31, 2002 74,714,203 35,821,706
Issued for cash 474 064 700,000
Coliection of previous year's subscription receivable - 102,000
Stock options exercised 2,454,000 1,255,700
issued on exercise of warrants 2,549,275 1,544,565
Balance, August 31, 2003 80,191,542 39,423,971
Issued for cash 1,477,050 2,250,000
Issued for share subscription previously received 65,445 125,000
Stock options exercised 730,000 346,500
Balance, August 31, 2004 82,464,037 $ 42,145,471

The Company had no share purchase warrants outstanding at August 31, 2004

purchase warrants for the year ending August 31, 2003 is as follows:

. A continuity of share

Balance, Balance,
August 31, August 31, Exercise
2002 Exercised Expired 2003 __price Expiry date
150,000 150,000 - - $ 0.70 October 9, 2002
2,362,275 2,237,275 125,000 - 0.60 September 5, 2002
162,000 162,000 - - 0.60 May 30, 2003
2,674,275 2,549,275 125,000 -
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6. Share capital (continued):

(b)

(©

Issued common shares and warrants (continued):

On March 5, 2003, the Company completed a private placement subscription agreement with the
Company’s chairman and CEO for the purchase of between $1,500,000 to $3,000,000 worth of
common shares of the Company in 24 separate monthly closings. The purchase price of the common
shares will be equal to the five day weighted average trading price for the last five consecutive trading
days of each month immediately preceding the closing date. Each closing was to be between
$62,500 to $125,000. As at August 31, 2004, the Company has issued in total 1,394,281 common
shares and received $2,075,000 pursuant to this subscription agreement. During the year ended
August 31, 2004, in addition to the monthly private placements, the chairman and CEO also
subscribed for an additional 622,278 common shares at $1.607 per share, resulting in gross proceeds
of $1,000,000 to the Company.

Stock options:

The Company has a stock option plan which is administered by the board of directors and options are
granted at their discretion. The number of shares reserved, set aside and available for issue under
the plan should not exceed 8,109,132 or such greater number of shares as may be determined by
the board and approved, if required, by the shareholders of the Company and by any relevant stock
exchange or regulatory authority. Options must expire no later than five years from the date such
options are granted. The purpose of granting such options is to assist the Company in
compensating, attracting, retaining and motivating directors, officers and employees of the Company
and to closely align the personal interests of those directors, officers and employees with those of the
shareholders. Stock option activity during the three years ended August 31, 2004 was as follows:

Number Weighted

of shares average price

Outstanding, August 31, 2001 5,985,000 $ 0.53
Granted 885,000 0.80
Exercised (1,756,000) 0.45
Cancelled (1,030,000) 0.72
Outstanding, August 31, 2002 4,084,000 0.56
Exercised (2,454,000) 0.51
Cancelled (375,000) 0.79
QOutstanding, August 31, 2003 1,255,000 0.59
Exercised (730,000) 0.47
Outstanding, August 31,2004 525,000 0.76
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6.

Share capital (continued):

(c)  Stock options:
At August 31, 2004, the following director and employee stock options were outstanding and

exercisable:
Number of
common shares Exercise price Expiry date
50,000 $ 0.50 January 19, 2005
15,000 0.51 August 7, 2006
400,000 0.79 May 3, 2007
10,000 0.96 May 23, 2007
50,000 0.83 June 20, 2007
525,000

(d) Employee stock ownership plan:

On May 1, 2003, the Company established a non-leveraged employee stock ownership plan
("ESOP?”) for all eligible employees, consultants, and directors. The Company matches 100 percent
of participants’ contributions up to 5 percent of the participants’ salaries and 50 percent of
participants’ contributions between 5 percent and 30 percent of the participants’ salaries. All
contributions fully vest immediately. ESOP compensation expense for the year ended August 31,
2004 was $47,897 and is included in salaries and benefits.

Related party transactions:

In addition, to related party transactions disclosed elsewhere in these consolidated financial statements,
during the year ended August 31, 2004 $22,435, (2003 - $178,894) was paid or payable by the Company to
certain directors and a former director for consulting fees. Directors were paid $88,470 (2003 - $5,600) for
director fees.

Accounts and other receivables include $21,000 (2003 — nil) receivable from an entity related to a director.

Accounts payable and accrued liabilities include $15,291 (2003 - $16,081) payable to certain directors and
a former director for consuiting fees.
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8. Commitments:

The Company is committed to lease rental payments of $15,700 for the year ending August 31, 2005. In
addition, the Company is committed to property payments to maintain options in certain prospecting and

mining option agreements (note 3).

(@)

(b)

()

(d)

Subsequent events:

From September 1, 2004 to November 9, 2004, the Company entered into 28 new prospecting
licenses. Twelve of these represent renewals of past licenses. Three require option payments
totaling US$207,700 over eight years ($8,700 paid to date), and the remaining were acquired from the
government with no option payments.

Subsequent to August 31, 2004, the Company entered into a new royalty agreement with Northern
(note 3(I)) whereby Northern will be entitled to earn 100% of the Company's interest in three
prospecting licences in the Tulawaka area. Northern is required to make staged cash payments to
the Company and incur certain exploration expenditures and complete drilling on a staged basis. The
Company retains a net smelter return royalty fluctuating between 0.5% and 2.0% depending on the
price of gold.

Subsequent to August 31, 2004, the Company issued 319,518 common shares, to the chairman and
CEO of the Company for cash proceeds of $375,000.

On November 23, 2004, the Company was informed that Barrick intends to return to the Company its
rights in respect of the prospecting licences covered by the Itetemia project (note 3(a)), and that
BEAL intends to return its rights in respect of the two prospecting licences in Ushirombo (note 3(k)).
The Company plans to continue exploring these properties.
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